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PREFATCORY STATEMENT

The physical cutput deta from which the sector indexes snd doller
velues in this report were derived were estimsted partly on the basis of
offlcial reports by the Satellite goveruments and partly on the basis of
reports from independent sources of varying relisbility. In & number of
cages=-where two sets of estimates were available and they could not be
reconviled within the time limit set for the completion of this report--
alternative egtimmtes are shown.

In the case of East Germany, both estimates s&re presented in this
report. The alternate figures are largely based on West German sources
and involve prewar weights.
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A. Gross Nationsl Product Trends in the Buropean Satellites, 19385195h-

Increéises in the total value of all goods and services produced (crp)
in the European Satellites since the war have reflected several important
phenomena thet should be taken into sccount in imterpreting the meaning of
chenges in Setellite GNP &nd its future growth, Repid industriallization
of these economies has occurred uniformly under socislization of industry
and suthoriterian allocation of resources by the state through such means
ac taxation; compulsory deliveries from agriculture, regimentation of work-
ers, and rationing of consumer goods. In the years immediately after World
Wer II lsrge incremses in GNP reflected, essentlally, the period of recov-
ery from the disorganization end destruction casused by the war. The reduc-
tion of underémployment, Which Was cheracteristic of most of the Satellite
economies in the prewsr period, and the forced aceeleration in the use of
regsources also affected the incremses in GNP. In addition, the achieved
increeses in the stock of capital goods ¥ielded incremses in GNP in gucceed~
ing periods. Future growth of GNP, however, will come to depend more and
more on efficlent utilizstion of resources and incresses in productivity as
& result of the efforts of labor snd management, technologieal innovation,
and continuing incresses in the stock of capital equipment af these eountries.

The trend of yearly percentage incresmses (that is, percentage increases
of esch year over the previous year) of the GNP in ell the Satellites was
generally downward during the 1950-1954 period. ' The average of the five
yearly percentege incresses for this period were as follows: Bulgsrim; 4.3
percent; Rumania, 3.3 percent; Czechoslovakis, 5.0 percent; Poland, 7.2 per-
cent; Hungsry, 6.2 percent; and Fast Germany, 10.7 and 9.6 percent. {Bee.
Tootnéte hjfo Table I;)n The high Fast Germesn average is explained by the
leteness of recovery from wartime dislocation, largely caused by USSR poli-
cy decipions.

B Table T

8,
Annusil Rete of Change in Gross Natlonal Product, 1956-195h“/

1950 1951 1% 1953 otk

Al Satelliteshf Sl 11k 6.5 5.l 8.0 5.4

(2) 11.5 6.9 5.2 8.0 k.6
Bulgaria 6.3 L, 2.2 »3.5 5.0
Czechoslovekis h.9 1.3 8.1 7.5 3.2
East Germanyh/ Elg 18.8 11.8 10.6 6.3 6.0

2) 17.6 13.4 6.9 6.5 3.7
Hungary 8.9 11.1 5.5 k.2 1.1
Poland 11.8 3.5 2.3 11.1 7.5

Rumsania L.6 9.6 -8.7 T 3.4

&. Because of the considerations mdvanced in the footnotes to Table k15
in the Stetistical Appendix below, some of the percentasge increases
shown here, particularly for the years 1952 to 1954, might be somewhat
high. The net effect of the alternate estimstes given in the footnotes
would be to flatten out the curve, particulerly to remove or modify
the hump implied by some of the figures for 1952 and 1953. Thus, while
& new serles would probably slso modify the sverages given in the text
gbove, it would bear out more aptly the textus]l comment that the rate<
of-increase in GNP during 1950-195h wes generdlly dowoward.

b. These slternative estimates &re based on slternative indexes (1) &mnd
(#); respectively, in Table 9.

M
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B. (Qross National Product by Sector of Origin.

Analysis of GNP by sector of origin reveals the very striking em=-
phasis in &ll the Satellite countries on industry, transportstion and
communiceations, and eonstruction. For the Smtellites ms & whole these
sectors have incressed by sbout 60 percent, il percent, end 43 percent,
respectively; ‘dgriculture, services, mnd trade, on the other hand, have
changed only slightly since 1950.

The agricultur&l sector indexes shown in Part II reflect the gremt
diffieulty which hes been experienced by the Satellite govermments in
attempting to incremse sgricultursal output. Generglly the level of pro-
duction In 195k was about egual to or slightly below that of 1950. How~
ever, 1954 output, cempared to 1938, was substéntismlly lower for most
Satellites.

Teble IT

All=Satelllte Index by Sector of Origin.
{1948 = 100)

ALl Satellites 1938 1948 1949 1950 1951 1952 1953 195k

Inaustryé/ {12 152 100 117 1k 163 184 209 227
2) 143 100 120 1b2 161 178 201 21k
Agriculture®/ 1% 163 100 109 125 128 124k 129 13
2) 157 100 110 12k 1g5 123 188 129
Transport & Communiesmtions 116 100 117 129 1hk» 158 176 186
Building 154 100 111 130 I3 160 178 186
Services & Trade 116 100 99 97 97 97 98 102

All Sectors--GNPE/ ' 51) 138 100 107 120 127 13% 1k5 153
q) 137 100 111 123 132 139 150 157

a. Thege alternative estimstes smre based on slternative indexes (1) and
(2), respectively, in Table 9.

The course of the transportation snd commmicaticns sector follows,
in genersl, that of the industrisl sector. This is not surprising, for
transportation and communications amre integral psrits of Iindustrial growth.
The 1954 index of the transportation‘and communications sector for &ll the
patellites combined wes 4l percent mbove 1950.

In general, and as may be seen from Taebte II gbove, the industry, -
trensportation and communications, and construction sectors of GNP have
been growlng Bt a fester rate than asgriculture, services, and trade.

Unfortunately, no sdequate time series 8f investment in the Satellite
economies are avellsble st the present time. The stagnetion of agricul-
ture compared to the growth shown in industriasl cutput is & reflectien of
the invegitmerit emphasis of the Satellite planners.

The long run effect of & continued emphasis on the productlon of
producer's goods may be expected to be & continuing high rate of growth
in the industry and industry~related sectors of the Betellite economles
with & resultant increase of the war-msking potentiml of the Sino-Soviet

Bloe,
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o Methogologx Used in Computing Gross Netionsl Products of the European

Setellites.

» National secounts series sre designed to measure netional economic
schievement through time. The mnnugl grosg ngtionsl product is the prin=>
cipal aggregate used for this purpose. The gross national product (GNP)
is the sum of the velues, &t merket prices, of all goods and services
produced by an econtmy, ineluding the value of the capital goods partially
consumed in the production process. It thus memgures the totality of eco-
nomic effort and eonstitutes the brinclpal current meassure of the produc-
tive capmbllity of an economy. GNP estimates should be used, however,
with apprecistion of their limitations, especially in compering the achieve-
ments or productive cempabilities of different economies or in developing
intertemporal compsrisons aver & long period within & glven economy.

The postwar national wecounts estimsites developed in this report rest
upon prewar figures for the East European counttries, which have been mani-
pulated to serve ss base-yemr estimates. Accounts for at: least 1 prewar
year for emch country have been snalyzed carefully and adjusted to US na-
tional sccounting practices. The local curren y estimmtes thus obtained
have been converted to & common value unit (1925-193% US dollsrs). These
estimates, Iin turn, heve been converted to 1951 US dollars in order to
facilitate interretionsl compariseons for recent years. Finally, in order
to use these estimates sg base-yemr figures in developing postwarcebtimates,
they have been adjusted to postwer naticnsl boundsries,

For the purpose of constructing indexes of GNP with which to move the
base~year estimetes, production Indexes have been developed from estimates
of physicel output. Estimmtes pf output for a representative series of
goods and services have been mggregated at progressgively more inclusive
levels, the finsl level of mggregation being GNP. In mggregating producs
tion indexes to higher levels, use has been mede of the coneept of "value
added"” to eliminete multiple counting. '

This procedure 1s believed to offer the most relishte basis availsble
&1 the present time for estimamting the growth of GNP in the Satellite eco~
nemles. Satellite output datm sppesr to be generally relisble. In any
event, they are presumsbly ne more likely to have been falgified, snd
they &re more complete and are much less lisble to misinterpretation, than
the official daty mvaileble on Satellite nstionsl aecounts.

The procedure used results in further sdventege for the study of the
Satellite economies. Productlon indexes hsve been sggregated at varled
levels, resulting in a wide rénge of Indexes below the GNP level of &g~
gregation: These fractional indexes permit more minute examination of.
the ptructure of production (frequently required for specific intelli-
gence problems) than is possible by the simple comparison of GNP estimates,

1. Bese-Year Fstimates.

The first gtep taken in the construction of the present series
of estimates of the Buropean Sutellite GNP 1s the development of base-~
yesr estimates. These are estimates of GNP for 1938 in 1951 US dollars
for emch of the Satellites, sdjusted to & postwar terrltorial besis.

The prewsr GNP estimates hamve been uged in debermining the
Satellites' postwar nationsl sccounts becmuse published postwar officigl
nationgl accounts déte are incomplete amfl the methods of calculation used
in developing them are dublous. Although some- aggregates are published
by the individual European Sstellites, these dats amppesr irregularly, and
there is not a complete set for any yesar or for any country. Where gon-
stent prices mre used, some countries use postwar prices; othere, prewar

prices. Where 'mational {nediis™ aggregsfes Ade published, the Satellites use
- 3 -y
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the Communigt “net materisl product™ concept, which omlts & large smount
of services not directly connected with material production, The pub-
lighed snmouncements do not explaein in detail how these aggregates are
-constructed, mnd there is no assurance that methodology is consistent
either as smong the various Satellites or as among different time periods.
Thus use of offlcislly published mggregative date 1s not femsible for
meking the international mnd intertemporal comparisons thet sre needed
for Intelligence purposes.

The procedure for making the base-year estimgtes falle into
three phases: (1) an estimate of 1938 GNP in local currency, (2) an
estimate of 1938 GNP in 1951 US dollars, and {3) the mdjustment of both
figures to & postwar territorial basis.

Prewsir natiorsl seccounts date for the Buropewn Satellites are
available from verious sources. These have been manipulated so as to con-
form to ‘the US concept of GNP, by the addition of omltted services, the
conversion from & factor-price to & merket-price besis, znd the adjust-
ment from & net to & gross product basis (including an allowsnce for
capital consumption) #s reguired. The development of dollar estimates
depends heavily on the work of Colin Clerk, who estimsted the natlonal
accounts of most of the countries in the world in 1925-1934 US dollars,
vhich he called International Units (I.U.). These dollar estimates have
been comverted to 1951 dolilars by the UY retall price index and then ad=
justed for postwar boundery chenges, usuglly on the basis of prewar popu-
lation &nd per capita production data. '

In the conversion of GNP from loecal currencles to dollars, no
uge hes been mude of offieis] or other foreign exchenge rates except for
Bulgaris., For the ether countries the methed used by Colin Clark is based
on & direct comparison of internal prices of consumption goods &nd ser-
vices in the US with those of emch of the other countries for the year
1939. Bince comparative price dsta for lnvestment goods and government
gervices were generslly unavailsble, Clark agsumed that conversion rates
for these would be spproximately the seme as for consumption goods. He
obtained overall . conversion ratios of each curremcy to dollers by welght-
ing the individual commodity and service price ratiocs by quantities of
commodities snd services comsumed, both in the US and in the other coun-
try. These two welghted mverages mre typically different, since the con-
sumption petterns gre different. The geometric mean of these two is the
conversion ratio finplly adopted.

The price data svailsble to Clark varied in coversge from coun-
try to country. OFf the Central and Bestern Furopean countries, only Ger-
meny had date showing the distribution of consumption expenditure &g 8
whole (for the period 1927-1928). For Czechoslovakia, date were availel.-
gble on consumption expenditures in the early 1930%*s for verious income
levels of wage and salary earners. For other countries, price data were
avgilable on only food, rent, gnd fuel. Price ratios {doller to local
currency) on these ltems were adjusted by Clark to total consumption
coversgze by epplying factors (the relatlionship of the semple of price
ratios, the overall  price ratio, and income per head) which he obtained
for those countries on which more date were availeable. TFor Bulgaria, no
price dmte were svailable, end Clark employed the forelgn exchenge rate
between the dollar &nd the leva. '

2, Method of Computing Industry, Sector, and. GNP _Indexess

8. Introduction.

The pecond step in constructing the present estimates of
Furopesn Satellite GNP is the constructlon of ankindewiith which to move
the bapesyear estiméites. This hag been done in seversl stages.

-4 -
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First, production Indexes for gbout 100 commodities have
been constructed and grouped imto 22 industry or industry groups. Aggre-
gation at this level involves the valuation of production in terms of
consti?; prices, so thet the resulting vélues can be summed and compared
over e,

After industry indexes mre computed, there is &n mggre=<
gation problem invelved in grouping related indexes into six income=tu
originating sectors of GNP. The methodology of aggregation varies from
very simple, s for the agriculture sector=-where the aggregation simply
invblves summing velues, as for & fingle industry index--to the rather
complicated technique for the industry sector, where value-~added weights
haive been derived fbr the component industry groups from employment data.

The final level of aggregation involves the computation
of & series of welghts. These permit the aggregation of the sectors into
GNP indexes, which then are used to move the base-year estimates (see un=
der A, mbove).

In the present section the general methodology for the
three levels of sggregation~-~industry or industry groups, sector, and GNPw-=
will be discussed in turn.

b Industry or Industry Group Indexes .

The building block of the industry index is the production
index for m commodity. The industry index consists of one or more produc=
tion indexes. The production indexes mespure chenges in physical produc=
tion of the subjeet commoditles through time.:

{1) Prices Used.

Since it is not possible to apgregate physicel units
of different commodities; some common system of value must be used for
welghting. A set of constant prices has been used in order to eliminate
the impact of general price changes.

Use of constent money prices {in this case prices
used for planning purposes) crestes certaln imseeuracies which should be
understood by the reader., Malntensnce of constent price relationships -
through time tends to elifinate the impact of technologlical change. Con-
stent prices slso tend to eliminate chenges in the structure of demind
for finel goods. It should be noted, however, that sufficient changes
to distort the index in eny statigtically significant sense occur and
ugually develop graduslly. Periodic revigion of the price series through
time will usually elimindte this problem. Tt ig not believed thet the
impact of technologicel changes in the Sgtellite countries from 1938 e}
1949 is such ms to preclude the use of the planning prices for the Satel-
1ites (usually 1948-1950 prices) s value welghts.

Relatively complete 1igte of local plenning prices
are avellsble in usgble form only for Czechoslovekis, Esst Germany, and
Hungéry. Refleeting &s they do the postwar end” post~Communist scareity
relationships end the price basls ysed for current plenmning, these prices
represent thé best measure for recent yemrs whielh ie curremtly gvailabila.
Hungarien prices have been used for the other Satellites {Poland, Rumanis,
and Bulgariz), on the grounds that the Hungerian product relationships
would offer & closer approximation to these mixed agricultural and indus-
trigl economles than would the prices of highly industrialized Czechoslo~

vekia and East Germany.

-5 =
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(2) commodities Used.

No sttempt has been made to cover exhaustively the
commodities within each industry or industry group. It has been assumed
thet deteailed reporting of the prineipal products for esch industry ylelds
a satisfactory level of accuracy, since m few key commodities ususlly eon-
stitute & preponderance of the value of output within en industry.

‘ Development of production indexes by the procedure of
‘analyzing commodity outputs appears to offer the firmest entry to the Eu-
ropean Satelllte economies currently svailable. The date published on na-
tional aggregates are fregmentary and csnnot be interpreted with certainty.
On the ¢ther hand, the physical output estimates used in this report rest
on extensive date, which may be checked for internal consisteney.

€s Bector Tndexes,

N For the purposes of this report, GNP 1z divided into the
following income-originating sectors: industry, sgriculture, transport
and. communiestions, constructien, services, and trade. Discussion of the
aggregation of indexes for these gectors follows:

(1) Industry Sector Indexes.

{a) Value-Added Comcept.

The industry indexes, which sre econstructed
with the use of price welghts, memsure changes in gross value of output.
In a complex modern economy & substantial part of the gross value of out-
put of each industry is produced by other industries from which msterisis
and services are purchmsed: for exmmple, gross value of output of the
automoblile industry includes some of the value of output produced by the
steel industry. Overlspping-relationships of this sort must be allowed
for if &n mccurate measure of the contribution of the industry to the
economy is to be computed. Since individual industries or industry grows
contribute only & portion of the final value of industrisl output, it is
necesegry to weight the industry indexes by the comtributions emch indus-
try makes to the finel industrial product. The latter concept is "value=
added". This memsure eliminates multiple counting in the development of
the industry sector indexes.

Value added may be defined me & measure of the
net addition to the value of the product contributed by a specific pro-
dueing entity« The usual mesmsure of value sdded 1s the sum of the wage
bill, the capitel consumption allowence, and the profits in the industry
in question. Data in this detsll have not been developed yet for the Satel-

" lite countries.

(v) Estimation of Value-Added Welghts for the Industry
Sector. ' '

The value-added welghts employed herein mre de-
rived Primarily from estimsted industriml menpower alloemtions (except for
East Germany, where the weights represent net value sdded in 1948).2/ Em-
Ployment estimates by major industrial groups are aveileble for the recent
years 1952-1953. Production dats have heen used to perform detsiled bresk=
downs, for the mejor industries. This technique permits the development
of & series of value-added welghts, which meake possible in turn the devel~
opment of & credible industry sector index.

g, Derived from net value mdded in 1936, projected to 1948 on basis
of physlcal productlion indexes.

-6 -
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Upe of employment dets involves the assumption
that the productivity of lsbor in industrial employments is uniform. As
& matter of practice, Isbor productivity increases &s the concentration
of capital per unit of lsbor Inereases. More than this, the technique
more or less implicitly ssgsumes that the lsbor cost Imputed in the pre=
ceding manner constitutes the sole messure of velue #dded. Thus there is
the sadded impliclt assumption that the coveriation of depreciation {capi=-
tal consumption allowsnces) and profits 1s identieal with the veristion
in the labor force employed in the industry. The Acteptability of employ-«
ment date &8 = basis for computing for value-added weights is sttested to-
by such independent checks g have become mvailsble thus far. The East
Germpn and Hungarisn estimates of velue sdded eppenr to colncide in gen-
eral with the weights which have been developed from crude enployment
datas The present lack of information on wege payments, deprecimtion,
and profite in the Satellites, however, would meke 1t netessfry to use
the above technique even if it were less rellsble then 1t sppesrs to be.

(c) Relisbility of Industry Sector Index.

The relisbility of the sector index is essen-
tielly a function of the reliability of its constitutents. The princis
Pal constitutents of the index are three:; physical production reports
for commodities end services, prices employed to value these commodities
and services, and value-sdded welghts developed to control multiple i

etourting.

It 1is believed that the physical production es-
timates are broad encugh in scope and sufficiently seccurate to permit
the development of & useful production index. In genersl, in industries
or industry groups where the value~added weights are 5 or less there is
& maximum mergin of error of plus or minus 1@ percent. In the highest
velue-added welght categories (10 and mbove), the margin of error usuaslly
lies within plus or minus 5 percent of the absolute production figures.ﬁ/

The price structure employed to value output is
believed to be representative of scarcity relationships for the countries
for which specific prices are gvaileble and reamsonsbly relimble for the
other countries, to which the Hungerian price structure is ilmputed.

{2) - Other Sector Indexes.

The sgricultural sector is simply & summstion of the
values of verious mgricultursl products, in constent prices, and its for-
mulation invelves the computation of sn index of production similar to
the industry group indexes. The ssme 1s true of the transport and com~
municgtions sector index. For the construction sector, slso, a produc=
tion index has been used; employing selected building meterisls.

The services sector index is asswmed to move in ae~
cordance with population changes. In the &bsence of specific deta for
gervices, it is assumed that per capite incresses in govermment services,
(health, edueation, and the like) roughly offset declines in the ares of
personal or privete servicee in the Satellite cowrtries.

The trade sector index has heen obtained by memns of
employment in the retaill and wholesale trade establishments. This tech--
nique hes been checked against specific pronouncements abput the share of

8. Many of the individusl estimmtes upon which this report is based
are belleved to err only on the positive or on the negative side, but the
margin of error expressed in the text, if accepted as an aversge of the
individual estimates' margins of error, does not do violence to the facts.
The estimates with these mergins of error have & 95-percent confildence
limit. . ,

n?—
ep————
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trade in GNP in the early postwar period, during which time many of the
Europesn Satellites kept national mccounts in & framewvork roughly compsr-
gble to that employed in this report.

3. GNP‘Indexes.

The GNP indexes, llke the industry sector indexes, must measure
the regl change in production of 8ll final goods and serviceg over times
The sector weights therefore should represent gross value added by each
sector.

: The ususl method of memsuring real changes in GNP is to con~
struet GNP in current prices for various yeurs and to reduce the series
1o & constant price memsure by the use of sppropriate price indexes.
This method requires relisble current velue aggregates wnd comprehensive
price informetion, both of which are unaveailable for the Europesn Satel=~
lites. In the @bsence of these, the method of aghregation of production
information into GNP indexes hme been used.

Value-gdded weights for seectors of GNP have been developed by
veirious means. For Poland, Czechoslovakim, mnd Hungéry, offieisl puh”
lished egtimates have been adjusted to fit the classification of sectors
used in this report. For Bast Germany, prewar gross value added hes been
used.  For Rumanis, sector weights have been developed by mnalogy with
those for other Satellites. For Bulgaris, weights published by the UN

have been used.

8. Net vglue plus deprecistion.
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STATISTICAL APPENDIX

Table 1
_ ~ . _ . a/b/
European Satellite Gross National Product 1938, 1948-195k
Billions of 1951 US Dollars

1938 1948 1949 1950 1951 192 1953 1954
Bulgeris 1.00 1.0k 1.02 1.08 1.13 1.16 1.20 1.96

Czechoslovekia 7«30 6.76 T7.21 T.56 T7.66 8.28 8,90 9.18

16.10 8.95 9.54 11i33 12.67 1bk.0o2 14,91 15.80

East Gemanyg/(l )
(2).16.20 9.30 10.80 12.70 1k.h0 15.k0 16.40 17.00

Hungary 2.50 2.00 e.2h 2,44 271 2.8 2.98 3.01
Poland 1k.50 10.99 12.11 13.54 1k,02 14.3% 15.93 17.12
Rumanis 3.10 2.57 2.60 2.72 2.98 2.72 2.92 3.02

TQtalE/ 1) Lh.56 32.31 34,72 38.67 L1.17 43.38 L46.84 Lo,
Ee% Eﬂiga %Eié@ 35.98 Lo.oF LB.90 ﬁﬁf%g 1833 5%7%%

8. Excluding Albsnia.

b« Some of the GNP figures end indexes, particularly for 1952-1954, seem

' to erron the high side. See footnotes to textual Teble I gbove and
to Tebles 4-15 below. v

c. These slternative estimmtes mre based on alternative indexes (1) and
(2), respectively, in Tsble 9.
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Tghle 2

Indexes of Gross Natlonal Product of & f/European Satellites
1938 and,19h8~195h§5b

N 1948 = 100

1938 1948 1949 1950 1951 1952 1953 1954

Bulgaria 95 100 98 "1e3 1108 111 5115 121
Czechoslovekis 108 100 106 112 113 128 132 136
East Germanyg/ gi&a 180 100 107 127 12 157 167 177
2) 176 100 116 137 155 166 176 183

Hungary 125 100 112 128 136 143 149 151
Polend 132 100 110 123 128 130 145 156
Rumenis 120 100 101 106 116 106 11k 118
A1 Sutellitesy %1; 138 100 107 120 127 13k 145 153
(2) 137 100 111 123 132 139 150 157

a2, Excluding Albanis.

h. Some of the GNP figures and Indexes, particularly for 1952~1954, seem
to err on the high side. See footnotes to textual Teble I sbove and
to Tables L-5.

¢. These mlternative estimetes are based on alternative indexes (1) and
(2), respectively, in Table 9.

-~ 10 -
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Teble 3

» ‘ 8/
European Satellite Gross Nationsl Product in 193
‘ Loedl Currency

Billion Units

Unit . JAwountis il BillisnU1951 US Dollars

Bulgaria 1938 leva 62.9 1.0
Czechoslovekis 1938 koruna 65.5. 7.3
Esgt Germany 1938 ”M 25.0 16.1"
Hungary 1938 pengoes 6.6 2.n5
Poland 1938 zldﬁy 26.7 1&.5
Rumania 1929 l,ei‘ 224.0 3.1

g, "ExcTuding ATbanis

- 11 =
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Taﬁle L
Gross Nationsl Product by Sector of Origin: Bulgaria¥

Eillions of 1951 US Dollers

Inﬂustryg/ 0.19 0.19 0.21 0.25 0.29 0.34 0.37 0.40
Agriculture 0.52 0,52 0.47 0.48 0.49 0.46 0.46 0.L9
Trangportstion & Communieation 0.02 0.0h 0.04 0.05 0.05 0.06 0.06 0.06
Construction .003 006 .008 .008 .QL0 .011 .012 .01k
Bervices snd Trade . 0.86 0.29 0.29 otag ©.30 0.30 0.30 0.29

Total 1.00 1.0% 1.02 1.08 1,13 1,16 1.20 1.26

% Tn this table and similar tebles for each of the Satelllte countries
o 8ll.sector velues do not add to the total due to rounding.

Teble 5
Gross National Product by Sector of Origin: Bulgaria
(Indexes)
, 1948 = 100
1938 1948 1949 1950 1951 1952 1953 1954
Industryg/ g8 100 110 133 152 177 192 210
Agriculture © o101 100 90 93 94 88 8 95
Transportation & Communications 68 100 117 127 138 150 167 175
Construction 51 100 132 148 170 194 213 253

Services and Trade ) 8 100 100 101 101 101 102 100

&4. While the vélue-sdded concept used in the tebles would differ consi=
dergbly in its results from the gross concept used in Satellite re-
porting, 1t might be expected that there would be two rather s{sble
elements in the relationship between the two: (1) that the tw) in-
dexes would move roughly in the same direction, and (2) that the an-
nugl percentsge incresses derived by the value-sdded conecept would,
at this stege of Satellite economic development, invarisbly be smal-
ler than those reported by a Satellite govermment, using the gross
conecept. Comparison of official Bulgarian reports for the year:
1954% with the annusl percentage incremses implied in Table 4, is as
follows:
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Table Ut and 5 continued

Bulgarian reports¥*

Estimates in this report

An observation can usefully be made sbout this comparison:

Solimimmp—

Percent Increamse over Previous Year

1950 1951 ' 1952 1953 195M

23.0 19.0 18.0 12.0 8.7

19.0 16.0 17.2 8.8 8.7
The value~

added series shows & higher percentage inerease for 1952 then for the
previous year, while the Bulgarian series shows & steady decline in
the rete-of-increase of gross industrial output during the whole five-

year period.

The sbove comparison suggests that the indexes shown in the table for
the years 1952~195k for industrial output, and hence for total GNP,

may be too high.

* Source:

Rabotnichesko Delo of Jan. 27, 1951, Feb. 2, 1952, Jan.

30, 1953, Feb. 3, 1954, and Jan. 27, 1955, citing annual plan ful=-
fillment reports by the Central Statistical Administration of Bulgaria.
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Table 6

Gross Natlional Products by Sector of Origin:

Billions of

Czechoslovakia

1951 US Dollers

1938

1948

1949 1950 1951 1952 1953 1954

Industryﬁ/ 2.33 2.70 3.00 3,08 3.24 3.62 L,16 L.3k

Agricultureh/ 1.72 1.15 1.26 1.38 1.38 1.50 1.k7 1.kk

Transportation & Commumnication 0,36 0.49 0.55 0.61 0.62 0.73 0.79 0.83

Construction 0.32 0.29 0.30 0,36 0.39 0.4l 0.43 O.Lk

Services and Trade 2.55 2,1k 2,12 2.11 2.03 2.0 2.05 2.15

Total 7.30 6.76 T.21L T.56 T.66 8,28 8.90 9.18
Table T

Gross National Product by Sector of Origin: €gZechoslovakia |

{Indexes)

1948 = 100

, 1938 1948 1949 1950 1951 1952 1953 1954

IndustryE/ 86 100 110 114 120 13% 154 16D

Agricultureh/ 150 100 110 120 120 131 128 126

Tremsportation & Communicstion 72 100 113 12k 126 150 161 169

Construction 109 100 103 12bk 132 1ho 1hk7 130

Services and Trade 119 100 99 98 95 9% 96 101

a, Citing the considerattons advanced in footnote a/to Tables 4:.and 5, the
following comparison between annuel increases for groes industrial out-

put as reported by Czechoslovakia and the ennual increases implied by
“the above figures on a value-added concept are presented ;

Czechoslovek reports

Estimates in this report

-1 -

Percent Increase over Previous Year

2.7

— e e -

1950 1951 1952 1953 195k
115.0% 15.02/ 18.33/ 10.0¢/ v/

5.2 11.7 k.9 bl
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Tebles 6 and T continued

Two observations are in order: (1) the value-sdded estimate for 1953
gshows & higher percentage incremse than that reported by Czechoslovakis;
using the gross concept; (2) the value-added serles follows the general
movement of the grose serles except in 1953, where a larger rate~of~in-
crease is shown than in the previous year, exactly the opposite of the
movement indicated by the gross series. The 1953 development indiceted
by the value-added series is surprising in view of known difficulties
in Czechoslovak industrial operations during 1953, leamding to adoption,
in mid-year, of & "new course” with somewhat lowered output goals in
meny importent industrial production lines.

The sbove comparison suggests that the indexes of industrisl output
shown in the tables for 1953 and 1954 may be toe high and that hence the
GNP index may exaggerate particularly the movement between 1952 and 1953.

b. The officlsl Czechoslovak index for gross agricultural production is low-
er for the years 1949 to 1954 than that shown in the tables. The of fi-
cial Czechoslovak index 1s given below, along with the GNP figures these
would imply for tables 6 and T:

Tsble 6 (1951 US dollars) 1938 1948 1949 1050 1951 1952 1953 195k

Agriculture 1.72 1.15 1.21 1.28 1.28 1.35 1.31 1.28
Total GNP 7.30 6.76 T.16 T7.46 T.56 8.13 8.7 9.01

Table 7 (indexes)

Agriculture 6/ 150 100 105 111 111 117 114 111

1. Source: Hospodar, Feb. 1, 1951. ]

Source: Official Gazette, Part 13, Fah. 31,11952.

Source: Official Gazette, Part 16, Feb. 3, 1953.

Source: Officim] Gazette, Part 1l, Feb, 2, 195kh.

Source: Officiml Gazette, Part 6, Feb. 6, 1955.

1953 index from Svobodne Slovo, Nov. 17, 195h; indexes for other years
interpolated on the basis of annual percent changes as shown in Table
T above.

O\ W O

- 15 =

b
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Table 8
Gross Netionsl Product by Sector of Origin: East Germany
Billions of 1951 US Dollars

-1938 1948 1949 1950 1951 1952 1953 1954

Industryg/ 51 7.68 2.81 3.3% L4.86 5.93 6.92 T7.60 B8.36
2) 8.10 3.70 k4,70 6.10 T.20 7.90 B.60 9.00

Agricultureh/ 51) 2.62 1.36 1.k7 1,76 2.08 2.08 2.10 2.10
g2) 2.55 1.60 1.80 2.00 2.20 2.30 2.30 2.30

Transportation & Communication 0.9% ©.54 ©.67 ©.69 0.80 0.88 1.00 1.06
Construction 1.02 0.49 0.52 0.60 0.69 0.76 0.8% 0.89
Services and Trade k.12 3.67 3.59 3.39 3.3 3.35 3.37 3.42
Total 1) 16.10 8.95 9.54 11.33 12.67 1k.02 14.91 15.80

22% 16720 9.30 10.80 12.70 1k.h0 15.50 16,40 I7.00

-

8. These alternative estimates are based on indexes B(1) and B(2), respec= " -
tively, in Table 25, Part II, Populstion and Physical Production.

b. These alternative estimates are based on B Indexes (1) and (2), respec-
tively, in Table 18, Part II, Population and Physieal Production.

Table 9

. Gross National Product by Sector of Origin: Hast Germany
(Indexes)

1948 = 100

1938 1948 1949 1950 1951 1952 1953 1954

" Industry®/ > 1) 273 100 119 173 211 246 270 297
- 2) 219 100 127 165 195 21k 232 243

:Agricultureh/ lg‘ 192 100 108 129 152 152 154 154
2 159 100 113 125 138  1hh  akh 1hk

‘Transportation & Communication 17k 100 124 128 148 163 185 196

Construction 209 100 107 12h% 1AM 1550 172 183
Services ‘and Trade 112 100 98 92 91 91 92 93
Total 513 180 100 107 127 1be 157 167 177

2

17h 100 116 137 155 166 176 183

&. These alternative estimates are based on indexés B(1l) and B(2), respec-
" tively, in Teble 25, Part II, Population and Physical Production.

b. These alternative estimates are based on B Indexes (1) and (2), respec-
tively, in Teble 18, Part II, Population &nd Physical Production.

« 16 -

-
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Teble 10

Gross Nationasl Product by Sector of Origin: Hungary

Billionsgof 1951 US Dollars

Industryﬁ/ 0.81 0.71 0.86 1,02 1.21 1.38 1.48 1.52
Agricultureﬁ/ 0.91 0.54 0.61 0,62 0.65 0.61 0.59 0.58
Transportation & Communication 0.08 0.06 0.07 0.08 0.08 ©.09 0,10 0.10
Construction 0.07T 0.07 0.09 ©.14 ©.15 0.18 0.20 0.18
Services and Trade 0.62 0.60 0.59 0.60 0.60 0.61 0.61 0.63
Total 2.50 2.00 2.24 z.bh 2,71 2.86 2,98 3.01
Table 11
Gross National Product by Sector of Origin: Hungary
(Indexes)
_ 1948 Z 100 _
1938 1948 1949 1950 1951 1952 1953 195k
Industryg/ ‘ 114 100 121 14k 171 194 208 21k
Agricultureh/ 167 100 113 114 121 113 109 105
Transportation & Communication 134 100 110 123 138 151 164 164
Construction 106 100 135 203 226 268 294 265
Services and Trade 103 100 99 99 100 101 101 103

- 17 -
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Footnotes to Tables 10 and 11

.

Citing the considerations advanced in footnote a/to Tebles L and 5, at-
tention is called to the following comparison between annual increases
for gross industriel output as reported by Hungary and the annual in-
creases implied by the above figures on a value-gdded concept:

Percent Increase over Previous Year
1950 1951 1952 1953 1954
Hungarian reports* 35.0 30.0 23.6 11.8 3.1

Estimates in this report. 18.6 18,6 1k.0 7.2 3.1

While the relationship between the two series sppgars generally reasonable,
1t should be pointed out that the value-added series shows no increase in
the rate of growth during 1951, while the Hungsrisn grose series shows &
decrease in the same year. The sbove comparison indicates some upward er=-
ror in the indexes shown for industrial production, and hence total GNP,

in the years 1951-195L.

Official Hungsrisn indexes of agricultural output during the years 19h4g-
1952 were given ms follows: 1949--115, 1950--132, 1951--159, and 1952--
133.%% Although no index was glven by the Hungarian govermment in 1953,
the haryest of grains in that year is known to have been higher than in
1952, which was a drought year. The above tebles, however, show agricul-
tural output in 1953 to have been lower than in 1952. For 1954 dhe pro-
portionate decline indicated in the above tables appears reasonable.

In accordence with these considerations, the followlng slternate estimates
to the figures in Tables 10 and 11 could he considered:

Table 10 Billions of 1951 US Dollars
1938 194B 1949 1950 1951 1952 1 1954
1936 19sb 1949 1950 1951 1952 1954
Agriculture 0.01 0.54 0.62 0.71 0.86 0.72 0.76 0.7k
Totel 2.50 2.00 2.25 2.53 2.92 2.97 3.15 13.20
Teble 11 Index 1948 = 100
Agriculture 167 100 115 132 159 133 140 137

% Qource: Szabad Nep, January 27, 1951, Jan. 20, 1952, Jan. 20, 1953,
Jan. 27, 1954, end Jan. 30, 1955.

*% Source: Tersadalmi Szemle, April-May 1953, page 433, adjusted to 1948
100.

e
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_'.{'able =
Grose Nationxl Produtt by Sector of Origin: Poland
Billions of 1951 US Dollars
Industryl/ 3.30 2.89 3.48 u.oo‘ u.hé L8y 5.89 6.54

lAgriculture 5.05 2.89 3.33 4.b3.-3.85 3.65 4.0l .09
Transportation gnCotmunicatibno0.60 0.57 0.67 OJ7 0.86 0.93 1.04 1.12
Construction 0.39 0.31 0,37 o041 0.43 050 0.59 0.63
Services and Trade 5.21 h.27 4.26 L.28 4.37 h.39 kbo L5
Total 14,50 10.99 1211 13.54 14,02 1,34 15.93 17.12
Table 13
Gross Nationsl PrMugItmhzzgg§wr of Origin: Poland
- o : 1948 = 100
1938 1948 1ob9 1950 151 1952 1953 190k
Industry®/ 1l 100 120 339 155 169 2ok 226
Agriculture 175 180 115 k3 133 1k6 139  1k2
Transportation & Communication 105 100 116 13k 151 162 182 196
Construction ek 100 117 330 138 158 189 202
Services and Trade 122 100 96 93 9% 103 103 111
c1ga
Sl —
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Footnote to Tables 12 and 13.

8. Citing the considerations advenced in footnote E/to Tebles 4 and 5, at-

! tention 1s called to the followlng comparison between annuel incéreases
for gross industrial output was reported by Bolend and the annusl in-
creases implied by the sbove flgures on a value-added concept:

Percent Increase over Previous Year
195 1951 1952 1953 1954

Polish reportse¥* 30.8 24L.0 R20.6 17.5 11.0
Estimates in this report ib.9 1.2 10.9 20.k 11.0

Two observatione are 1in order: (l) the value-mdded estimate for 1953 shows
a higher percentage increase than that reported by Poland, using the gross
concept; (2) the value-mdded estimate for 1953 elso indicates an increase
in the rate-of -.growth over that recorded in 1952, whereas the Polish gross
series shows & further decllne,

The sbove comparison suggests that the indexes of industrisl output shown
in the tables and hence the total GNP indexes, for 1953 and ‘l95lb may be too
high and mey exsggerate particularly the movement between 1952 and 1953.

¥ Bource: Gospodsrksa Planows No. 2, 1951 and No. 2, 1952; Zycie Gospo=
darcze No. 6, 1953, No. L4, 1G4 and No. 4, 1955.

- 20 =
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Table 1h
Gross Nationel Product by Sector of Origin: Rumania

Billiong 1951 US Dollars

1938 1948 1949 1950 1951 1952 1953 1954

Industryﬂ/ 0.61 0.50 0.61 0.72 0.82 0,91 1.01 1.08
Agriculture 1.1k 0.86 0.81 0.80 0.89 0.76 0.8+ 0.83
Transportation & Communication 0.12 0.12 0.13 0.15 0.17 0.19 0.21 0.21
Construction 0.05 0.0k 0.05 0.05 0.06 0.07 6.08 0.09
Services anf.Trade 0.87 0.83 0.81 0.80 0.81 0.79 0,78 0.77
. Totel 3.10 2.57 2.60 2.72 2.98 2.72 2.92 3.02
Table 15
Gross National Product by Sector of Origin: Rumania
{Indexes)
1948 = 100
1938 1948 1949 1950 1951 1952 1953 195k
Industryg/ 120 100 120 1k2 162 180 200 21k
Agriculture 133 100 9k 93 1ok 89 98 97
Transportation & Communiestion 100 100 112 128 1L8 159 178 178
Construction 129 100 121 1ko 156 177 208 237
Services and Trade 105 100 98 95 96 95 ok 93
- 21 -
L )
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Footnote to Tables 14 and 15.

a. Citing the considerations advanced in footnotevg/to Tables 4 and 5, at-

tention is called to the following comparison between annual increases
for gross industrilal output as reported by Rumenis and the annual in-
sreases implied by the above figures on a value-added concept .

Percent Increase over Previous Year:

1950 1951 1952 1953 1954

Rumanian reports¥ 37.0 29.0 23.0 1h.h 6.6
Egtimates in this report 18.0 13.9 11..0 11.0 6.6

An observation ie in order: The value-added estimate for 1953 shaows'the
same increase in the rate-of-growth as compared to 1952, wherems the of-
ficigl report of gross output shows a downward trend .

The above comparison suggests that the indexes of industrial output, and
hence total GNP, shown in the tables for 1953 and 1954, may be too high,
and mey exaggerate particularly the movement between 1952 and 1953.

¥ Qource: Scanteis Feb. 2, 1951 and Feb. 1, 1952; Scinteie Jan. 23,
1953, Feb. 11, 1954 and Feb. 1, 1955.

- 02 -
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ADDENDUM TO

US DOCe Ewl
EASTERN EUROPEAN ECONOMIC DEVELOPMENTS

Port 1

le Teblo 1, Commoditios Used in Constructing Industry Indexes for
Buropean Satellites,

2s Table 24 Commodities Used in Constructing Agricultural Indexes
for European Satellitese

October 6, 1955
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